FOREIGN ET 72-112 


AND THEIR IMPLICATIONS FOR 
THE UNITED STATES 


DISTRIBUTED BY U.S. DEPARTMENT OF COMMERCE/Bureau of international Commerce 


ADM) 
RARY 


WC Prepared: BUS)..055 ADINISTRAT:CT} LIRRARY American Embassy 
\O October 12, 1972 DeC 12 1972 ATHENS 
\E 3uy Frequency: Semiannual cl 1% 


; Supersedes: ET 72-038 r 
V2 -\\2 Received in Washington: UNIVERS:T, OF MICHIGAN 


10/16/72 


GREECE 


TABLE OF CONTENTS 


rd 
wy 
O 


KEY ECONOMIC INDICATORS 
SUMMARY 
CURRENT ECONOMIC SITUATION AND TRENDS 
GNP growth of 8.5 percent expected 
Price stability despite high liquidity 
Official assets reach $711 million at mid-year 
IMPLICATIONS FOR THE UNITED STATES 
U.S. sales up but payments deficit widens 
Marketing and financing keys to greater U.S. exports 


U.S. export possibilities in public works programs 
Opportunities for U.S. investments and related sales 


e000 \O CO~] SJ ~ Oo» MN 


PH 


For sale by the Superintendent of Documents, GPO, Washington, D.C., 20402. Annual Subscription, $15. Foreign Mailing, $6 additional. 
Single copies, 10 cents, available only from Sales & Distribution Branch, U.S. Department of Commerce, Washington, -D.C., 20230. 





¢*¢e- 
G° 7+ 
6°6+ 
7° €T+ 


O° TT+ 
L°Ttt+ 


O°2T+ 


S°S+ 
7°ZT+ 
9°St 
S°*2T+ 


TT UF 


poftied eues 
IGAO Z/6T 


- *v*u *e*u 
o°Sse- — ZO"E 45°77 
T°99+ fA 9°72T Z*6rt 
S%6+ =6 fA LT /® TST 

- *e*u ®*ve*u 
7°6+ 7°662 6°LLZ 
L°8 + emfe 6/8 0€6*T 
Ttt+ fA estst /® TEo*t 
Ttt+ /Verett /® Soz‘t 
ost fA Lv0SL /® S67'9 
7°tt+ /G zezfot /® 7606 
Test fA sze‘s /€ 999‘t 
S*tt+ /2996°tt /® 9€9‘ot 

OL6T 
1eA0 SLU TEL 
TL6T ~— “oO 


Ssueyo esejuelleg 





*e*u 
#0°9 
€°2tt 


L7T 
°etu 
T*7S2 


GLLST 
8% 


Sg0‘T 
710°9 
€9t‘s 


260L 
6€S “6 


OL6T 


SIexIOM TBIMZTNoOTIse Zutpntoxe feor0z soqey /S 


*eeu 
#9°9 
€*LOT 


S€T 
*e*u 
6°8%% 


eqyeutisg /G 
fkxsututtesg /@ 


euooul TseuoSs.eg 
(xeex)/S (*480e) ejer queufoTdmeup 
<BeX (OOT = 7O6T *AON) seostadseque 
qJelOTpuey pue TeT1ysnpuy ut yueusoTduy 
T80X (OOT=996T) 38m Tetaysnpul eZereay 
AATATPONporg IOqey esereay 
(ZL6T eunc-Arenuer e3vteay) 
(OOT=6S6T) UOT}ONporg TeTrysnpuy 
FSHOLONT 


(teeX) Secotty BG6T JuBYSsUOD — JUEMyseAUT pexTy ssoiy 
(teex) $ UT seotsy 
quelmyg - 3809 109087 48 GND ByTdeg Jeg 
(<80X) $ UF seoTtay 
JUELIMD = SsOoTIg JOXTH 98 IND ByTdep sey 
(Te0X) SOOTIY BS6T JUBZEUOD — Ys0D TOJOBI 3B IND 
(<BeX) seoTig qUeIMO) = 480D JOZOBY Ye IND 
(teeX) SeOTIg BS6T JuBySsUOD — SedTIG JOoRTeY 38 IND 
(teeX) SEOTIG QUeLIMD — SeOTIG PORTE 32 IND 


‘INGWAOIGNa “NOILONGOUd “SWOONT 





Seas 





BOUTHD sSHOLVOIGNI OINONOOE ADI 


pe_yeys eeTMteyjyO sseTun 
$ SM UOTTTTm ut sentea TTIV 








2°St- TE Ove~ 
O° L+ o°STt+ SOL~ 
O°STI+ €°29+ TLL 
€°OT+ T°6+ 9°L9OT 
G°S+ G*E+ €*eet 
9° f+ O° e+ $°60T 
gO-€ 
¢Il-9 
$S°9 
¥e°ET 
O°?T+ €*tt+ /G LoL‘z 
G*€T+ 9°et+ /® 680'2 
TL6L Ut OL6L 
potzed eures JeAo cLeL 
IOAO ZL6T TL6T a 


——“Ssueyo osejuecleg 


ewmyoetp O€=00°T$ Sn 
S}ed OcuUByOXR 


“ANI UZFA UOTZTSOY eYoOUBT] YTPerIN FY PTO UT puny TeToedg sepntoxy /O 
eqeutys” / 
Areututtery /8 


9LE~ 
oze ‘T= 
€0S 


S°29T 
e°heT 


T°90T 


ZO-E 
%S°9 
$9°ET 

LT7*Z 
650'z 


TZ6L 


i 
€60*T- 
ote 


0°67T 
6°22T 


O°€0T 


ZITO 
#5°9 
6°CT 


2LT*z 
trs*T 


OZ6T 


a 


7S€~ 
‘706~ 
LT€ 


T°ZeT 
€°sTt 


0°O0T 


g0T-9 
#9 
¢7°ET 


668°T 
zeg*Tt 


696T 


V 


(71/9) stseq queuteg - yToTseg yuNoooy 4uermy 

(zL/9) stseq queufeg - 4foTjeq epe.zy, 

(2L/9) /® seatesey eduvtoxy uster0g » pTOD 
*IGVUL 2 S a a0 BO 


(ZL6T eunc-Arenuer o2B.10Ay) 
(OOT=L96T Arenuer) xepul enTeA seTes TTe}SeY 
(2L6T ATnp-Arenues ©3B.r1eAy) 
(OOT=T96T) XOpul eoTzg eTeseTOUM 
(ZL6T ATmp-Arenuer e3vzeay) 
(OOT=696T) xepul eoTzy sreumsuOD 
TSHOLONT 


(2L/g) Bupousuty yatodxe ut eqer ysetequtT TeToeds 
(7L/8) sxue_ Tepoteumog ‘eqer yserequT 
(21/8) Aueg Texjueg feqer yserequy 
sSuTuree eSTqTSTAUT yeu pues syzz0dxe 
T2309 JO ¥ B Se BuToTAses yqeq Teuseyxy 
(xeef Jo pue) Zutpueqsyno yqeq OTTqNg 
(ZL/L) (83 F80deq sSutaeg *toxe) ATddng Leuqy 
XUNON 





Teor 


*UOTTTM™ Tezg 0% pequnourse uuder wor syiodmy [840 SeTJ yoorn xepun perrejsuery sdtys Zutpntouy fp 














$*7I- O°St+ $62 S°7E /* 08 79 6€ uedwr 
7°6+ 6°€I~ T°ST 8°€T Te 9€ o€ ""ues*s*n 
6°9%+ 7°S+ €°7S 8°27 9TT OTT OT wopauty peyTun 
G°7E+ T°0%+ T°L6 2°CL T6T 6ST €7T ATBRI 
L° 7+ L°0+ 7°EL 8°TS O7T Zev €OT eouely 
€°LE+ 7°S+ 6°99T T°TET TSE eee 9Lz Arete) 380 
$s8OT2 UNO uTeu rey zo wory S43 200cuy 
¥0°3 $2°9 ¥8°L $T°L ¥8°OT e.xreys sf 
8°S9+ L°%+ €9 8€ SET OTT TSt SN wory S94 toduy 
9°8%+ 8°OT+ 26L 9T9 02h *T €SS‘T 707 ‘T sdtys Juppntoxe 
Byseq [LeATiay) alo 5} FOL 
0°00%+ O°Sz+ ST S OT © S usder 
T°LST+ 6°t7— 8T L oz se oe ‘"u's’s'n 
T° TT+ €°9z= OT 6 gz se 9z wopsuty pe x Tun 
G°S7+ 6°TI> ze 2 LS 92 7S ATSYI 
L°79+ S°CL+ gz LT “9 9€ Le eouBly 
6°2S+ T°e+ 2s % YET O€T OTT fumiten 380K 
:Bopajunos Ulem eyo of Sy a0dKy 
¥2° OT $¥0° OT %6°8 9S°L $L°6 
0°0S+ 6°2t+ €€ 2 6S 87 7S 
€°L7+ O° e+ Tee 0zz 299 e779 75S 
““TZ6t UF + OLZEL 
potied ewes  .teao CLOL TL6L TZ6L OZ6L B96L weyT 
TOAO ZL6T TL6T ka - tienaer “iO kO “XO 


““Ssueyo osejucoleg 





SIMOdWI ? SLHOdMT TVLOL 









—---—--— 











6°0S+ O° E€e+ 
o°77T+ 7°Tt+ 
0°00%+ = 
T°Le+ 8°EL+ 
- L°99+ 
~ 0°S2- 


6°TI- 9°ST= 
7° 62+ 6°09+ 
7°97+ 9°e- 




















= €°te> 
€°Le+ 9°TET+ 
€*T7+ 8°TI- 
0°0S+ 0°0S+ 
9°Sc~ O°SST+ 


TL6L UF cL6T 


poftised ewes  1eA0 


TeA0 ZL6T TL6T 
Ssueyo esejueoleg 








6°zE 8°Tz 
S°OT €°7 

€°0 T°0 

8°7 G°¢ 

T°0 T°0 

9°0 - 

L°€ o°7 

8°38 8°9 

T°? g°z 

9°29 T'8e 
S*OT 9°3 

t ce L°¢t 

9°3 L°s 

c°o €°0 

7°T TT 

$°9 9°7 

€°0 z°0 

6°% 6°€ 

CLOL TL6L 

“key — Arenuer 





| 


7°6S 


7 © 
et 


et 


* 
~nr~wooo°ornrot 


0 
€ 
€ 
S 
¢° 
L 
L 
9 


e°oe 


€°0T 


€°Otl 
T°0 
9°62 
9°6€ 


6°0 
6°T 
2°OT 
7°0 








% 





OHAne 


oo" 
al ad 














Jeyz° TLV 

SpoOOy permyzoejnuB ZeY10 

queudtnby uop,eyJlodsuBry 7 AreuTYOR 

ST BO TFueY) 

s}BI PUB STTO eTQezoFe, y TeuTUy 
STRTIey ey peyeTey 7 STN Tescup 
sTeng ydeoxe ‘eTqtpeur ‘sTetleyay epnip 
oooBqO] 7 ses#ereacg 

STBUTUY PATT 7 pooy 


“J T1°S 0} MTprocle 








teu z° TLV 

spooh perm zoRInuBy TEUI0 

queudtbg y2todsuezy, 7 £1euTYyORy 

STBO TueY) 

838J PpuUw STTO STQeZeDe, pue TeuTUYy 
STefseg ey pe,erTey FP sTeny Tereuyyl 
sTeny ydeoxe ‘eTqtpeur *sTeTieyqy epniy 
O0DBQqO] F sese.roacg 











SUMMA RY 


Substantial increases in industrial activity, residential 
construction and government spending will contribute to 
an estimated 8.5 percent real GNP growth in 1972. Annual 
growth for the 1968-1972 period has averaged about 8 per- 
cent, and real GNP is expected to expand at an annual rate 
of 7 percent for the coming fifteen years. A potential 
obstacle to this projected growth is the tightening labor 
market. 


Inflation thus far in 1972 has been moderate despite high 
liquidity and overall wage and salary increases of about 
12 percent. The Consumer Price Index rose 3.6 percent 
during the first seven months of the year, and wholesale 
prices were up 5.5 percent. 


Balance of payments developments have been favorable. 
Rising exports and invisibles cut the current account defi- 
cit somewhat, and sharp increases in foreign deposits, 
supplier credits, and public borrowing boosted official 
reserves. Official assets are expected to reach or exceed 
$900 million by the end of 1972. 


The United States runs a $500 million payments deficit 

with Greece, which provides a major argument for increasing 
U.S. exports. More aggressive marketing and more liberal 
financing will be the keys to increased penetration in 
Greece's steadily growing import market. Noteworthy oppor- 
tunities exist in most sophisticated machinery categories, 
leisure time and tourist-related equipment, livestock, and 
engineering services. Proposed public works projects, 
including a new airport, a subway system, and the first 

of eight proposed nuclear power plants, offer major export 
possibilities for engineering firms and equipment suppliers. 


Greece offers an expanding market for American investment, 
particularly in the tourism, mining and mineral, and auto- 
motive parts sectors. Greece also provides a potential 
gateway for investors aiming to profit from its associate 
membership in the Common Market. 


A. CURRENT ECONOMIC SITUATION AND TRENDS 


1. GNP Growth of 8.5 Percent Expected 


The Greek economy continued its strong overall per- 
formance through mid-1972. Estimated real GNP growth for the 
year has been revised upwards to 8.5 percent *, and if achieved, 
the average rate of GNP growth during the 1968 - 1972 period 
would reach 8 percent, the goal set in the current Five-Year 
Economic Development Plan. In the recently announced fifteen- 
year plan, an average annual real GNP rise of 7 percent is 
foreseen, which is in line with the OECD ten-year projection. 


Strong domestic demand and improved export prospects 
are maintaining industrial activity at high levels, as evi- 
denced by the 13 percent increase in industrial production 
during the first six months of the year. The most noteworthy 
rises occurred in the textile, non-metallic minerals and 
basic metals sectors. Buoyant residential construction and 
the rising level of government spending (about 24 percent of 
GNP at market prices) continue to be primary growth factors. 
Gross fixed investment is expected to rise 11 percent in 1972, 
reflecting increases of about 17 percent in public and 8 per- 
cent in private investment. 


The tightening labor market has emerged as a new and 
potentially serious problem facing the Greek economy. Recent 
10 - 17 percent wage increases in some sectors and the limi- 
ted though growing use of foreign labor to fill vacancies in 
local industry and hotels reflect the scarce labor situation. 
In addition, Greece faces a more general demographic problem: 
the 1971 census revealed an annual population growth rate of 
only 0.4 percent over the past ten years and an upward shift 
in the age distribution. Emigration, however, is declining 
and the Greek Government is taking measures to avert future 
labor bottlenecks. These measures include expanded and 
accelerated vocational training programs and bonus and tax 
incentives to encourage a higher birthrate. 


2. Price Stability Despite High Liquidity 


The Greek Government's efforts to control prices are 
being put to a severe test by mounting inflationary pressures. 
These include general wage and salary increases, rising 
government expenditures, and the high level of overall li- 
quidity. Nonetheless, Greece has experienced relatively 





* At factor cost, constant prices; attached statistical 
tables contain various GNP definitions. 








moderate inflation thus far in 1972. The Consumer Price Index 
rose 3.6 percent during the first seven months of the year 
and the Wholesale Price Index was up 5.5 percent. 


Money supply has been increasing at about the same 
rate as market-price GNP. The growth in liquidity, however, 
is generally associated with the rising level of savings, 
which, in turn, reflects very substantial foreign exchange 
inflows and increased domestic income. If savings are inclu- 
ded in money supply (and a major portion of savings represents 
call money), the present annual rate of expansion is about 
21 percent. The money supply (including savings) has jumped 
from 34 percent of GNP in 1966 to over 50 percent in 1972. 
The skyrocketing of share prices on the relatively thin Athens 
Stock Exchange and the relative ease with which recent public 
bond offerings have been covered are symptomatic of the high 
liquidity level. Government policy has been directed toward 
price control, reliance on imports (to satisfy potentially 
inflationary demand pressures), productive use of liquidity, 
and the development of a capital market. While a hike in 
Bank of Greece reserve requirements could be a means for 
drawing off some excess liquidity, there is a reluctance to 
interfere with an expanding economy. Open market operations 
are not presently feasible, since the money market is still 
in a developing stage, and since treasury bills and public 
bonds are used primarily as a means of financing the Govern- 
ment's investment program, rather than as monetary tools. 
Indications are that savings, in particular, and liquidity, 
in general, will continue on a rising trend, and Greek autho- 
rities will need to consider ways of adjusting the economy 
to such pressures. 


3. Official Assets Reach $711 Million at Mid-Year 


Balance of payments developments over the first six 
months of the year have been favorable. Imports rose by 
18 percent, while exports grew by a stunning 45 percent. 
This increase could actually be termed a "recovery," since 
exports during January-June 1971 declined by 6 percent from 
the same period in 1970. The European currency revaluations 
provided the major impetus, along with lower export finan- 
cing rates, other financial assistance, and the economic 
upturn in Europe, for sizable increases in all major export 
categories, notably textiles, aluminum and tobacco. Invi- 
sibles continued their steady rise, and the current account 
deficit declined 15 percent from the 1971 mid-year level. 
Sharp increases in foreign exchange deposits, supplier cre- 
dits and public borrowing boosted official assets in gold 


and foreign exchange to an all-time high of $711 million. 
The trends established during the first six months of the 
year are expected basically to continue. By year end, the 
current account deficit should drop about 10 percent from 
the 1971 level, and official assets are expected to rise 
to about $900 million or more. 


B. IMPLICATIONS FOR THE UNITED STATES 


l. U,S. Sales Up But Payments Deficit Widens 


U.S. exports to Greece totaled $63 million during 
January-May 1972 (latest available data). The 64 percent 
increase over the same period in 1971 is mainly attributed 
to higher sales of machinery and transport equipment and, to 
a lesser extent, of chemicals and manufactured goods. Greek 
exports to the United States during this period amounted to 
$33 million, a rise of 51 percent. Despite the trade sur- 
plus, the United States traditionally runs a current account 
deficit with Greece--$153 million during January-May 1972. 
The overall U.S. payments deficit with Greece, including 
capital flows, is projected at $500 million for the year 
1972. Such a substantial payments gap provides a major 
incentive for increasing U.S. exports. 


2. Marketing and Financing Keys to Greater U,S, Exports 


U.S. products have an unmatched reputation for qua- 
lity and durability. The key factors to increased U.S. 
penetration in Greece's steadily growing import market are 
more aggressive marketing and the availability of longer 
term and more liberal financing. The opportunity for U.S. 
initiative is ripe as Greek industry enters a modernization 
phase and as corporate planning includes, for the first time, 
heavy investment in advanced technological and labor-saving 
equipment. The EEC countries have a natural advantage based 
on established commercial relationships and continued reduc- 
tions in tariffs between the EEC and Greece. The United 
States, however, has gained several advantages over the past 
year: It is the only major supplier to Greece whose curren- 
cy vis-a-vis the drachma has not been revalued, and the 
Export-Import Bank's stepped up promotional activity in 
Greece has resulted in increased awareness of the competi- 
tiveness of U.S. financing as well as additional working 
knowledge of Exim procedures. 


The Embassy Commercial Section and the Department 
of Commerce are targeting areas for penetration of U.S. 
goods and services. To this end, the Embassy is expanding 
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its contacts with key private and government buyers of 
imported equipment. Especially noteworthy opportunities 
exist in the following sectors: 


- The construction industry, the fastest growing 
sector of the economy, accounts for about $35 million in 
equipment imports annually. U.S. heavy earthmoving 
machinery dominates the market, and U.S. heavy trucks, 
compressors and light equipment are potentially competitive. 


- Materials handling, a $14 million import market 
with an anticipated growth of 10 percent annually, offers 
excellent prospects for U.S. sales, owing principally to 
emphasis on automation. 


- Commercial and industrial refrigeration (cooling 
elements) represents a 20 percent import growth market 
with increased processing of perishable produce. 


- Efforts to stimulate domestic meat production 
should expand imports of breeding animals, namely, beef 
and dairy cattle, swine and baby chicks. 


- Soybeans and tallow will be required in large 
quantities when the new 200,000-ton capacity crushing plant 
begins operations in early 1973. At that time imports of 
feed concentrates are expected to drop. 


- The tourism explosion offers especially great 
opportunities for hotel and leisure time equipment, as 
well as management services. 


Other areas where U.S. equipment should be compe- 
titive are: mining (including electrical installations) ; 
food processing and packaging; irrigation and farm machi- 
nery; medical equipment; hospital supplies; air condi- 
tioning; industrial automation and equipment control; 
electronic measuring and control instruments; data proces- 
sing; pollution and environmental control; shipbuilding; 
and aircraft, including parts and maintenance equipment. 
In all the above activities, U.S. know-how is in demand, 
especially consulting, engineering and architectural 
services. 


Greek Government regular procurement through inter- 
national tender will top $250 million this year, plus an 
unspecified amount of military purchases. Sophisticated 
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equipment accounts for well over half of the total, and 
European, U.S. and Japanese suppliers dominate the market. 
The United States is particularly competitive in tele- 
communications, data processing and military equipment. 
Procurement through bilateral trading arrangements with 
Eastern European countries, while still significant, has 
been declining relative to total purchases. 


3. U.S, Export Possibilities in Public Works Programs 


Two proposed projects - the new $300 million Athens 
airport and the $250 million Athens subway - have generated 
considerable interest among American firms. Greek authori- 
ties have targeted 1980 for completion of the airport, and 
the award for the engineering, masterplan and design phase 
is expected by next spring. Proposals for the subway con- 
sultant to prepare the terms of reference and the feasibility 
study have been filed; subsequent masterplan, design and 
construction phases will be tendered in the future. In 
addition, programs to modernize and expand Greece's 60 sea 
ports and 29 commercial airports offer numerous sales pros- 
pects for suppliers of sophisticated heavy port, materials 
handling, construction, maintenance, and navigational 
equipment. 


The Greek Public Power Corporation has a large-scale 
program for new hydro, thermal and nuclear power plants. 
The engineering awards for the 4 hydroelectric projects 
should be announced soon, and the PPC is presently evalu- 
ating declarations of interest for the preliminary consul- 
tant on the first of eight proposed 600-MW nuclear power 
plants. U.S. sales of diesel turbines, control equipment, 
and nuclear power plants will, in some instances, depend on 
the competitiveness of American firms vis-a-vis their 
European subsidiaries and licensees. Also of interest to 
U.S. exporters are large irrigation and education projects 
financed by the IBRD. 


4. Opportunities for U.S. Investments and Related 
Sales 


Greece offers a growing potential market for Ameri- 
can investment which, at about $255 million, represents 
nearly half of total foreign investment under the 1953 law. 
The duty-free entry into the EEC of products manufactured 
in Greece provides a major incentive for further U.S. 
investment. In addition, 760 firms (628 shipping and 
132 commercial-industrial; 60 of them U.S.) operate under 
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Laws 89 and 378 which grant tax exempt status to regional 
supervisory offices. 


Thus far in 1972, new foreign investments autho- 
rized by the Greek Government have totaled $92 million*; 
$22 million are from U.S. sources, including a proposed 
$18 million natural gas-based sponge iron facility. While 
previously the Greek Government tended to encourage poten- 
tial investors to include auxiliary projects in their 
investment applications, the trend now has veered toward 
requirement of a specific export commitment and of some 
Greek equity participation. Pending projects which may 
involve U.S. sub-contractors and equipment sales include 
two new oil refineries to be built by shipowners Andreadis 
and Latsis, and a large expansion by Halyvourgiki Steel 
Works. 


The Greek Government has targeted tourism, mining, 
and automotive auxiliary industries as priority invest- 
ment areas. The Government foresees the doubling of hotel 
capacity within the next five years and is offering 
extensive financing for tourist-related projects. Commer- 
cial development of Greece's sizable mineral resources 
represents another primary goal, and announcements of new 
foreign investment approvals in alumina/aluminum and 
asbestos projects are expected in the near future. Addi- 
tionally, the Hellenic Industrial Development Bank and the 
Greek Government have shown active interest in sponsoring 
a survey of the country's mineral potential. The decision 
to establish the Renault-Peugeot, Hanomag, and Steyr 
assembly plants has prompted the Greek Government to 
encourage a series of import-saving automotive satellite 
industries. 


* The $92 million includes a $20 million purchase of jet 
aircraft by Olympic Airways, which is a foreign 
investment under Greek law. 


3 U.S. GOVERNMENT PRINTING OFFICE: 1972——511-595 





